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Introduction

Section 155.19 of the Illinois Insurance Code requires insurance companies to report medical liabi
ity claims or suits occurring in Illinois to the Department of Insurance. This section also requires tt
Director of Insurance to release, from time to time, statistical reports based on such data and inform:
tion. This reporting statute was created to assist the Department of Insurance in monitoring medic
malpractice insurance, which is a long-tailed and volatile line of insurance business.

The following study is based on medical malpractice claims closed in Illinois from January 1, 19¢
through December 31, 1992. The form used for reporting medical malpractice closed claims inform
tion, the NAIC Medical Professional Liability Insurance Uniform Claims Report, is in Appendix .
This report gives a factual, statistical analysis of the data reported to the Department. It tries to encor.
pass all important areas of analysis, including “Indemnity Paid” and “ Amounts Paid to Defense Cou:
sel.” “Indemnity Paid” is the total amount of dollars of loss settlement paid by the insurance compan
“ Amount Paid to Defense Counsel” refers just to defense attorneys’ fees paid by the insurance comp

ny.

Each closed claim covers one defendant (doctor). Therefore, if a claimant sued more than one do
tor associated with the injury, then each of these associated claims is used in the study. This repc
analyzes all closed claims for physicians and surgeons. Hospitals are not included in this survey. Sin
a large percent of hospitals are self insured, particularly in the Chicago metropolitan area, and the D
partment of Insurance only receives closed claims reports from admitted insurance writers, this i
formation would be biased because not all hospital data is on file with the Department.

The first eight pages analyze the data on a yearly basis. This shows the trends occurring by year
year comparisons. For the rest of the report, the data is consolidated into three groups by year of ]
date the claim closed: 1981-1984, 1985-1988, 1989-1992. This makes the data more manageable for t!
purposes of this report, and allows comparisons of the groups of data.

This study is intended to be a complete statistical analysis of medical professional liability clair
data received by the Hllinois Department of Insurance. If there are any questions or comments on t]
content of the report, or requests for additional copies of the report, please contact Judy L. Pool, Actuc
ial Assistant, or Caryn C. Carmean, Actuarial Assistant, at the Illinois Department of Insurance.
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Comparison
of Data on a
Yearly Basis

The first chart, on the next page, shows the closed claims data by the year of the date the claim
closed. It lists the total number of closed claims, the number of claims closed with payment, the num-
ber of claims closed without payment, average indemnity of claims closed with payment and total in-
demnity paid. Keep in mind, the indemnity paid and average indemnity paid numbers just reflect the

payment made by the insurance company representing the doctor. Any payments made by the doctor,
or any other party, are not a part of this study.

As the chart shows, the total number of closed claims for all years combined is 29,055; of that 7,346
are closed with an indemnity payment. The percent of claims closed with payment is 25.3%. Total
indemnity paid on all claims is $1.6 billion. Forty percent of the $1.6 billion has been paid out in the
latest three years.

The total number of closed claims rose consistently over the years through 1987. In 1989 the num-
ber of closed claims dropped almost 30% from the years before and remained relatively steady for two
years. But since 1991, the steady increase seems to have developed again.

The total indemnity paid has increased dramatically throughout the past 13 Years. In 1980 the total
indemnity paid for medical malpractice insurance claims was $11.1 million, compared to $278.7 mil-
lion in 1992. :

The graph at the bottom of the next page displays average indemnity paid by date the claim
closed. This graph only includes claims that closed with an indemnity payment. It shows how average
payments have increased over the years. The largest increase in amount of average payment was be-
tween 1990 and 1991, which shows a $127,000 increase. Between 1981 and 1982, average indemnity
increased by 146.3%, which is the largest percentage increase.

The graph on page 3 reflects the total number of closed claims. It shows claims that closed with an
indemnity payment along with those that closed without payment. Each bar is broken into two seg-
ments to illustrate the portion of claims that closed with payment compared to the portion that closed
without payment. The greatest increase in total closed claims occurred between 1986 and 1987, the
increase was by 627 claims. The greatest percentage increase was 59.7% which occurred between 1981
and 1982,



Yearly

Comparison

of
Indemnity
Paid

Average |
Indemnity

Paid by Date

Claim
Closed

Total # Claims Claims Average
Closed With Without Indemnity of Total
Year Claims Payment Payment Paid Claims Indemnity
1980 620 243 377 $45,843.90 $11,140,067.70
1981 747 272 475 $58,745.70 $15,978,830.40
1982 1,193 435 758 $144,682.29 $62,936,796.15
1983 1,568 480 1,088 $135,706.95 $65,139,336.00
1984 1,907 491 1,416 $144,593.57 $70,995,442.87
1985 2,385 687 1,698 $164,257.58 $112,844,957.46
1986 2,720 739 1,981 $199,667.42 $147,554,223.38
1987 3.347 726 2,621 $210,347.67 $152,712,408.42
1988 3,189 657 2,632 $207,210.65 $136,137,397.05
1989 2,466 628 - 1,838 $227,958.27 $143,157,793.56
1990 2,464 600 1,864 $220,882.28 $132,529,368.00
1991 2,955 685 2,270 $348,076.67 $238,432,518.95
1992 3.494 703 2,791 $396,544.60 $278,770,853.80
TOTAL 29,055 7.346 21,709 $1,568,329,993.74
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This section of the yearly comparison data is devoted to analyzing defense costs for medical mal-
practice closed claims. Another important issue related to this topic is plaintiff attorney fees, which are
charged by the attorney representing the injured person in the medical malpractice claims. According
to the Code of Civil Procedure 735 ILCS 5/2-114, contingent fees for plaintiff attorneys in medical mal-
practice actions shall not exceed the following amounts:

33 1/3% of the first $150,000 of the sum recovered;
25% of the next $850,000 of the sum recovered; and
20% of any amount recovered over $1,000,000 of the sum recovered.

For example, if the amount of indemnity paid equals $500,000, then contingent attorney fees can
be as high as $137,450. This example does not consider plaintiff attorney fees that are charged on an
hourly basis. The actual amounts paid to plaintiff attorneys are not required to be filed with the Illinois
Department of Insurance, therefore further analysis is not available.

The charts and the graphs that follow illustrate the amounts paid to defense counsel by the insur-
ance company. The first chart shows the total number of closed claims by year. The following columns
represent the number of claims closed with payment to defense counsel. This is broken down into two
categories: 1) number of claims without indemnity payment, but payment to defense counsel; and 2)
number of claims with an indemnity payment and payment to defense counsel.

The percent of claims with payment to defense counsel is calculated by taking the total number of
claims with payment to defense counsel divided by the total number of closed claims. This column
shows that a higher percent of claims had payment to defense counsel in the mid-1980’s.

The bottom chart refers to average payment to defense counsel on claims with payment, average
payment to defense counsel on claims closed without payment and total payment to defense counsel.
As you can see, a staggering $209 million was spent on defense costs of medical malpractice claims in
the past thirteen years. Remember, these amounts just represent the amounts paid by the insurance
company.

The graph on page 7 represents the total number of closed claims with payment to defense coun-
sel. It has the number of claims with indemnity payment and payment to defense counsel versus the
number of claims without indemnity payment but with payment to defense counsel. The largest in-
crease in the total number of closed claims with payment to defense counsel occurred between 1986

and 1987, which was 523 claims. The largest percentage increase was 75.4%, occurring between 1931
and 1982.



The graph on page 8 shows average payment to defense counsel. This is broken down into three
bars: 1) average payment to defense counsel on claims without indemnity payment; 2) average pay-
ment to- defense counsel on claims closed with indemnity payment; and 3) the overall average pay-
ment to defense counsel of all claims with a defense counsel payment.



Yearly
Comparison
of Defense
Costs

# of Claims # of Claims Total N
Total # W/O Payment W/ Payment # of Claims % of Claims
Closed . but W/ Payment and W/ Payment W/ Payment to W/ Payment to
Year Claims to Defense Counsel to Defense Counsel Defense Counsel Defense Counsel
1980 620 213 203 416 67.10%
1981 747 287 241 - 528 70.68%
1982 1.193 544 382 926 77.62%
1983 1,568 868 414 1,282 81.76%
1984 1,907 1.126 446 1,572 82.43%
1985 2,385 1,431 620 2,051 86.00%
1986 2,720 1,669 662 2,331 85.70%
1987 3,347 2,191 663 2,854 85.27%
1988 3,189 2,122 613 2,735 85.76%
1989 2,466 1,375 550 1,925 78.06%
1990 2,464 1,281 543 1,824 74.03%
1991 2,955 1,543 619 2,162 73.16%
1992 3.494 1,717 630 2,347 67.17%
TOTAL 29,055 16,367 6,586 22,953
to Defense Connsel to Defepse Coungel Total Payment
on Claims on Claims to
Year W/O Payment W/ Payment Defense Counsel
1980 $3,101.82 $4,756.34 $1,626,224.68
1981 $2,799.40 $5,741.83 $2,187,208.83
1982 $3,089.06 $6,391.84 $4,122,131.52
1983 $3,294.90 $6,262.14 $5,452,499.16
1984 $3,924.78 $8,613.50 $8,260,923.28
1985 $4,201.33 $8,165.61 $11,074,781.43
1986 $4,408.70 $9,823.07 $13,860,992.64
1987 $5,177.19 $12,615.15 $19,707,067.74
1988 $6,484.97 $14,393.08 $22,584,064.38
1989 $8,995.86 $19,641.46 $23,172,110.50
1990 $10,811.10 $22,348.87 $25,984,455.51
1991 $13,389.78 $25,131.60 $36,216,890.94
1992 $10,705.35 $25,637.84 $34,532,925.15
TOTAL $208,782,275.76
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The graph on page 8 shows average payment to defense counsel. This is broken down into three
bars: 1) average payment to defense counsel on claims without indemnity payment; 2) average pay-
ment to defense counsel on claims closed with indemnity payment; and 3) the overall average pay-
ment to defense counsel of all claims with a defense counsel payment.

From this graph you can see that average payment to defense counsel on claims closed with an
indemnity payment is much greater than average payment to defense counsel on claims without an
indemnity payment. It also illustrates that average payment to defense counsel on medical malpractice
claims is on the rise.



Indemnity
Paid per
Claim

Average

Indemnity
Paid

Most of the claims with payment are in the $1 - 99,999 range. For this reason, the data for this
category is broken down even farther in the next section. The $1,000,000 & over ca
has the highest percent of total indemnity paid. Of the $1.6 billion of indemnity paid over the las|
twelve years, this category accounted for 41.5%, but only accounted for 4.6% of the total number ol
closed claims with an indemnity payment. Total indemnity paid shows a 155.4% increase from
1981-1984 to 1985-1988, while from 1985-1988 to 1989-1992 the increase was 44.4%.

The graph on this page illustrates the increase of average indemnity paid over the years. Between

1981-1984 and 1985-1988 the increase was 52.6% compared to the 55.1% increase between 1985-1988
and 1989-1992.

The graph on page 12 reflects the total number of claims by each indemnity paid category. Each
four year group is represented by a bar. This illustrates the changes in the distribution.
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Indemnity
Paid per
Claim

1981-
1984

1985-
1988

1989-
1992

11

. . # of Claims . In:g:xgt; of % of Total _

Indemnity Paid W/ Payment Total Indemnity Paid Claims Indemnity Paid
81 - 99.999 1,246 $31,540,432.29 $25,313.35 14.67%
$100,000 - 199,999 188 $26,095,185.96 $138,804.18 12.13%
$200,000 - 299,999 84 $18,987,253.00 $226,038.73 8.83%
$300,000 - 399,999 34 $11,516,753.00 $338,728.03 5.36%
$400,000 - 499,999 24 $10,286,463.62 $428,602.65 4.78%
$500,000 - 599,999 8 $4,313,364.00 $539,170.50 2.01%
$600,000 - 699,999 20 $12,738,949.00 $636,947.45 5.92%
$700,000 - 799,999 10 $7,296,451.00 $729,645.10 3.39%
$800,000 - 899,999 13 $10,938,770.00 $841,443.85 5.09%
$900,000 - 999,999 7 $6,550,068.00 $935,724.00 3.05%
$1,000,000 & Over 44 - $74,786,716.00 $1,699,698.09 34.78%
Total of Paid Claims 1,678 jw,oso.ws.w $L2§,158.76 100.00%

. Average

# of Claims Indemnity of % of Total

Indemmty Paid w/ Payment Total Indemnity Paid Claims lndemnity Paid
$1 - 99,999 1,792 $51,705,177.25 $28,853.34 9.41%
$100,000 - 199,999 368 $48,526,887.66 $131,866.54 8.84%
$200,000 - 299,999 209 $47,875,342.00 $229,068.62 8.72%
$300,000 - 399,999 111 $37,812,714.00 $340,655.08 6.88%
$400,000 - 499,999 55 $23,741,282.16 $431,659.68 4.32%
$500,000 - 599,999 54 $28,373,934.00 $525,443.22 5.17%
$600,000 - 699,999 40 $25,449,997.00 $636,249.93 4.63%
$700,000 - 799,999 23 $17,000,712.00 $739,161.39 3.10%
$800,000 - 899,999 24 $20,213,362.00 $842,223.42 3.68%
$900,000 - 999,999 25 $23,225,297.00 $929,011.88 4.23%
$1,000,000 & Over 108 $225,324,288.16 $2.086,336.00 41.02%
Total of Paid Claims 2,809 $549,248,993.23 $195,531.86 100.00%

Average
. . # of Claims ] Indemnity of % of Total

Indemnity Paid W/ Payment Total Indemnity Paid Claims Indemnity Paid
$1 - 99,999 1,153 $40,023,103.80 $34,712.15 5.05%
$100,000 - 199,999 486 $65,360,189.00 $134,485.99 8.24%
$200,000 - 299,999 322 $75,053,217.00 $233,084.52 9.47%
$300,000 - 399,999 119 $39,868,022.00 $335,025.39 5.03%
$400,000 - 499,999 105 $45,935,185.00 $437,477.95 8.79%
$500,000 - 599,999 65 $34,229,875.00 $526,613.46 4.32%
$600,000 - 699,999 51 $32,041,760.00 $628,269.80 4.04%
$700,000 - 799,999 56 $41,489,869.00 $740,890.52 5.23%
$800,000 - 899,999 40 $33,270,503.00 $831,762.58 4.20%
$900,000 - 999,999 43 $40,112,581.00 $932,850.72 5.06%
$1,000,000 & Over 176 $345,506,227.00 $1,963,103.56 43.58%
Jotal of Paid Claims 2,616 $792|890,53'| .80 5303.09&H 100.00%
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Claims with
Indemnity
Paid Less
Than
$100,000

For the purpose of further analyses, the $1 - 99,999 category is broken down into subcategories of
$10,000 intervals of amounts paid. The chart on page 14 analyzes the databy these subcategories. Over
the last twelve years, 7,103 claims closed with an indemnity payment. Of these, 4,191 claims, or 59.0%,
are in the category of less than $100,000 of indemnity paid; yet, this category only represents 7.9% of the
$1.6 billion paid in indemnity over the past twelve years.

The chart illustrates that the $1 - 9,999 group consistently has the highest frequency of claims over
the years. It also shows that the total indemnity paid over the years increased from 1981-1984 to
1985-1988 by approximately 63.9% but decreased by approximately 22.6% from 1985-1988 to
1989-1992. The average indemnity paid on claims closed with indemnity payment under $100,000 has
gradually increased over the years. From 1981-1984 to 1985-1988 it increased by 14.0% and from
1985-1988 to 1989-1992 the increase was 20.3%.

The graph on page 15 compares the number of closed claims with indemnity paid less than
$100,000 over the years. It illustrates that the distribution is not consistent.
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Claims with
Indemnity
Paid Less
than
$100,000

1981~
1984

1985-
1988

1989-

1992

. . # of Claims . Inﬁ::::lt;’ of
Indemnity Paid W/ Payment Total Indemnity Paid Claims
$1-9,999° 422 $1,628,530.58 $3,859.08
$10,000 - 19,999 249 $3,234,253.00 $12,988.97
$20,000 - 29,999 143 $3,277,836.00 $§22,921.93
$30,000 - 39,999 127 $4,225,775.55 $33,273.82
$40,000 - 49,999 82 $3,546,432.16 $43,249.17
$50,000 - 59.999 67 $3,484,562.00 $52,008.39
$60,000 - 69,999 41 $2,571,895.00 $62,729.15
$70,000 - 79,999 38 $2,816,000.00 $74,105.26
$80,000 - 89,999 42 $3,497,668.00 $83,277.81
$90,000 - 99,999 35 $3,257,480.00 $93,070.86
Total 1,246 $31,540,432.29 $25,313.35
Average
. . # of Claims . Indemnity of
Indemnity Paid W/ Payment Total Indemnity Paid Claims
$1 - 9,999 573 $2,496,978.83 $4,357.73
$10,000 - 19,999 308 $4,066,870.00 $13,204.12
$20,000 - 29,999 227 $5,302,163.53 $23,357.55
$30,000 - 39,999 124 $4,168,966.00 $33,620.69
$40,000 - 49,999 106 $4,614,421.00 $43,532.27
$50,000 - 59,999 141 $7,253,475.00 $51,443.09
$60,000 - 69,999 96 $6,035,477.56 $62,869.56
$70,000 - 79.999 98 $7,220,947.00 $73,683.13
$80,000 - 89,999 51 $4,246,991.00 $83,274.33
$90,000 - 99,999 68 $6,298,887.33 $92,630.70
Total 1,792 $51,705,177.25 $28,853.34
Average
. . # of Claims . Indemnity of
Indemnity Paid W/ Payment Total Indemnity Paid Claims
$1-9,999 253 $936,329.50 $3,700.91
$10,000 - 19,999 179 $2,380,034.00 $13,296.28
$20,000 - 29,999 160 $3,766,044.00 $23,537.78
$30,000 - 39,999 100 $3,351,331.00 $33,513.31
$40,000 - 49,999 78 $3,324,289.00 $42,619.09
$50,000 - 59,999 120 $6,192,325.30 $51,602.71
$60,000 - 69,999 64 $4,031,519.00 $62,992.48
$70,000 - 79,999 104 $7,653,500.00 $73.591.35
$80,000 - 89,999 43 $3,5683,916.00 $83,346.88
$90,000 - 99.999 52 $4,803,816.00 $92,381.08
Total 1,153 $40,023,103.80 $34,712.15
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Amount
Paid to
Defense
Counsel
per Claim

~ 40000000

Again the charts in this section look at the data with respect to the amount of indemnity paid on the
claim, They show the total number of closed claims in each category, the number of claims with pay-
ment to defense counsel by indemnity paid, total paid to defense, average payment to defense and
percent of total amount paid.

The exhibits illustrate how the amount of indemnity paid relates to the amount of defense costs
paid. The total paid to defense is consistently largest in the $0 range, yet the average amount paidis the
smallest from year to year. It can also be seen in the chart that average payment to defense counsel is on
the rise, by comparing the corresponding parts in the chart from year to year.

The graph on this page reflects how total payment to defense is increasing over the years. This may
be because the number of closed claims with payment to defense increased from 1981-1984 to
1985-1988 by 5,663, which is an increase of 131.5%. '

The graph on page 19, illustrates average payment to defense counsel by the indemnity paid cate-
gories. Each bar represents the data grouped by the year of the date the claim closed. As the graph
shows, overall the greatest increases in defense counsel payment occur between 1985-1988 and
1989-1992 data. Defense costs appear to be on the rise. -
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Amount Paid
to Defense
Counsel per
Claim

1981~
1984

1985~
1988

1989~
1992

# of Claims Average
Total # With Payment Total Paid Payment % of Total
Indemnity Paid Closed Claims to Defense to Defense to Defense Amount Paid
$0 : 3,737 2,825 $9.763,149.89 $3,455.98 48.76%
$1 - 99,999 1,246 1,072 $6,067,804.15 $5,660.27 30.30%
$100,000 - 199,999 188 179 $1,472,756.98 $8,227.69 7.36%
$200,000 - 299,999 84 78 §745,785.39 $9.561.35 3.72%
$300,000 - 399.999 34 33 $329,605.40 $9.988.04 1.65%
$400,000 - 499,999 24 24 $219,225.00 §9.134.38 1.09%
$500,000 - 599,999 8 8 $113,327.00 $14,165.88 0.57%
$600,000 - 699,999 20 20 $133,796.00 $6,689.80 0.67%
$700,000 - 799,999 10 10 $120,345.25 $12,034.53 0.60%
$800,000 - 899,999 13 . 13 $144,142.00 $11,087.85 0.72%
$900,000 - 999,999 7 7 $139,746.00 $19,963.71 0.7C%
$1,000,000 & Over 44 39 $773,077.50 $19,822.50 3.86%
Total 5415 4,308 $20,022,760.56 $4,647.81 100.00%
# of Claims Average
Total # With Payment Total Paid Payment % of Total
Indemnity Paid Closed Claims to Defense to Defense - to Defense Amount Paid
$0 8,832 7.413 $38,474,542.74 $5,190.14 57.23%
$1 -99,999 1,792 1,570 $13,218,888.21 $8.419.67 19.66%
$100,000 - 199,999 368 354 $4,522,028.31 $12,774.09 6.73%
$200,000 - 299,999 209 205 $2,875,897.63 $14,028.77 4.28%
$300,000 - 399,999 m 109 $1,444,914.00 $13,256.09 2.15%
$400,000 - 499,999 55 55 $1.181,827.23 $21,487.77 1.76%
$500,000 - 599,999 54 50 $1,168,282.00 $23,365.64 1.74%
$600,000 - 699,999 40 38 $697.125.51 $18,345.41 1.04%
$700,000 - 799,999 23 23 $444,633.00 $19,331.87 0.66%
$800,000 - 899,999 24 24 $407,314.00 $16,971.42 0.61%
$900,000 - 999,999 25 25 $510,137.00 $20,405.48 0.76%
$1,000,000 & Over 108 105 $2,281,306.00 $21,726.72 3.39%
Total 11,641 9.971 $67,226,895.63 $6,742.24 100.00%
# of Claims Average
Total # With Payment Total Paid Payment % of Total
Indemnity Paid Closed Claims to Defense to Defense to Defense Amount Paid
$0 8,763 5916 $65,259,837.36 $11,031.07 54.43%
$1 - 99,999 1,183 937 $14,245,622.39 $15,203.44 11.88%
* $100,000 - 199,999 486 466 §9.781,136.03 $20,989.56 8.16%
$200,000 - 299,999 322 302 $6,755,903.80 $22,370.54 5.63%
$300,000 - 399,999 119 114 ~ $3,046,277.46 $26,721.73 2.54%
$400,000 - 499,999 105 103 $2,914,793.26 $28,298.96 2.43%
$500,000 - 599,999 65 62 $2,019.117.05 $32,566.40 1.68%
$600,000 - 699,999 51 50 $1,694,903.00 $33,898.06 1.41%
$700,000 - 799,999 56 56 $1.629.826.00 $29,104.04 1.36%
$800,000 - 899,999 40 39 $1,358,812.00 $34,841.33 1.13%
$900,000 -~ 999,999 43 42 $1,677,310.00 $39,935.95 1.40%
$1,000,000 & Over 176 171 $9.5622,839.79 255,689.12 7.94%
-] Total L 11,379 9119,906,378.14 |~ $14,520.03 100.00%
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Time Lapse
from Date
Reported to
Date Claim
Closed

1981-
1992

Report to Total # % of # of Claims ) % of Total Claims

Closure Date Closed Claims Total Claims W/ Payment W/ Payment
0 - 6 MTHS 3,690 12.63% 389 5.48%
7 MTHS - 1.0 YRS 3.738 13.15% 471 6.63%
13 MTHS - 1.5 YRS 2,969 10.44% 550 7.74%
19 MTHS - 2.0 YRS 2,686 9.45% 622 . 8.76%
25 MTHS - 2.5 YRS 2,638 9.28% 702 9.88%
31 MTHS - 3.0 YRS 2,169 7.63% 660 9.29%
37 MTHS - 3.5 YRS 1,891 6.65% 628 8.84%
43 MTHS - 4.0 YRS 1,565 5.50% 502 7.07%
49 MTHS - 4.5 YRS 1,338 4.71% 451 6.35%
55 MTHS - 5.0 YRS 1,157 4.07% 394 5.55%
61 MTHS - 5.5 YRS 992 3.49% 367 5.17%
67 MTHS - 6.0 YRS 897 3.15% 343 4.83%
73 MTHS - 6.5 YRS 750 2.64% 275 3.87%
79 MTHS - 7.0 YRS 600 2.11% 234 3.29%
Qver 7 YRS 1,455 5.12% 515 7.25%
Total 28,435 100.00% 7,103 100.00%
Average Time Lapse : 2.8 Years 3.5 Years

For the next three sections of the report, the data was analyzed to determine how the lapse of time
affected claims. There are three important dates associated with each claim. The date of injury is the
approximate date the injury occurred. The report date is the date the insurance company became
aware of the claim. The closure date is the date the insurance company considered the claim to be
settled.

First, the focus will be on the time lapse between the report date and the date the claim closed. The
chart on this page, and the charts and graph on the following pages, show claims data based on the
length of time between these two dates. The intervals for this are six months in length, up to seven
years.

The data in this chart is for the years 1981-1992 combined. Because medical malpractice insurance
is such a long-tailed line of business, it takes an average of 2.8 years to close the claims after they are
reported. Of the claims closed with an indemnity payment, 38.5% of these were closed within two and
a half years of the report date. It takes an average of 3.5 years to close a claim with an indemnity pay-
ment. '
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The charts on the following page represent the time lapse between date reported and date claim
closed in the three data groups by year of the date the claim closed. The charts show the total number of
closed claims, then the number of claims with an indemnity payment. These two columns are used to
arrive at the paid ratio, which is the number of claims with payment divided by the total number of
closed claims within each six month interval. As an example, 25.92% comes from 127/490. This shows
the number of claims closed with an indemnity payment as a percent of total closed claims within each
six month interval.

The average paid ratio for 1981-1984 is 31.0%; for 1985-1988, it is 24.1%; and for 1989-1992 it is
23.0%. By observing each chart, it is apparent that the paid ratios for claims lasting longer than two and
a half years are higher than their corresponding averages.

The charts that follow also represent total indemnity paid in each interval, the percent of total in-
demnity paid, and average indemnity paid of the claims with a payment. By looking at the most recent
four years of data, the 1989-1992 data group, it would seem thatasa claim matures, the average indem-
nity paid on those claims increases. Claims closing within seven years of the reported date have an
average payment of approximately $282,000, while those closing more than seven years after the re-
ported date average about $463,000. The latter category is 64% larger than the former. This again
shows the nature of the long tail business and represents how claims that take longer to close are hard
to predict the ultimate indemnity paid. The graph on page 25 shows that these distributions are not
consistent. This graph illustrates the average indemnity paid by the age of the claim. Each line repre-
sents the data in the groups by the year of the date the claim closed.
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1981-1984

Report to Total # # of Claims Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims
0 - 6 MTHS 490 127 25.92% $11,638,460.90 5.41% $91,641.42
7 MTHS - 1.0 YR 671 110 16.39% $17.664,596.62 8.21% $160,587.24
13 MTHS - 1.5 YRS 780 160 20.51% $23,799,897.00 11.07% $148,749.36
19 MTHS - 2.0 YRS 718 178 24.79% $19,576,279.00 9.10% $109,979.10
25 MTHS - 2.5 YRS 729 225 30.86% $31,956,340.00 14.86% $142,028.18
31 MTHS - 3.0 YRS 525 217 41.33% $25,865,381.51 12.03% $119,195.31
37 MTHS - 3.5 YRS 429 176 41.03% $27,932,813.30 12.99% $158,709.17
43 MTHS - 4.0 YRS 332 138 41.57% $11,865,951.33 5.52% $85,985.15
49 MTHS - 4.5 YRS 218 1 50.92% $10,407,286.05 4.84% $93,759.33
55 MTHS - 5.0 YRS 172 66 38.37% $7.524,186.00 3.50% $114,002.82
61 MTHS - 5.5 YRS 107 44 41.12% $7.322,706.00 3.41% $166,425.14
67 MTHS - 6.0 YRS 83 44 53.01% $5,945,862.00 2.76% $135,133.23
73 MTHS - 6.5 YRS 46 20 43.48% $1,523,288.00 0.71% $76,164.40
79 MTHS - 7.0 YRS 43 20 46.51% $3,748,358.16 1.74% $187.417.91
Over 7 YRS 72 42 58.33% $8,279,000.00 3.85% $197.119.05
Total 5,415 1,678 30.99% $215,050,405.87 100.00% $128,158.76

23




1985-1988

Report to Total # # of Claims . Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Pgaid Claims
0 - 6 MTHS 793 129 16.27% $12,484,906.93 2.27% $96,782.22
7MTHS-1.0YR 1.169 169 14.46% $18,083,729.30 3.29% $107,004.32
13 MTHS - 1.5 YRS 1,176 224 19.05% $40,699,521.47 7.41% $181,694.29
19 MTHS - 2.0 YRS 1,220 261 21.39% $46,280,139.90 8.43% $177,318.54
25 MTHS - 2.5 YRS 1,380 329 23.84% $55,439,160.33 10.09% $168,508.09
31 MTHS - 3.0 YRS 1,263 3N 24.62% $80,955,974.75 14.74% $260,308.60
37 MTHS - 3.5 YRS 1.035 281 27.15% $54,523,567.66 9.93% $194,034.05
43 MTHS - 4.0 YRS 734 197 26.84% $31,006,649.16 5.65% $157,394.16
49 MTHS - 4.5 YRS 649 171 26.35% $44,344,652.00 8.07% $259,325.45
55 MTHS - 6.0 YRS 545 174 31.93% $27,655,122.77 5.04% $168,937.49
61 MTHS - 5.5 YRS 436 139 31.88% $38,251,540.80 6.96% $275,190.94
67 MTHS - 6.0 YRS 319 113 35.42% $23,716,848.16 4.32% $209.883.61
73 MTHS - 6.5 YRS 217 74 34.10% $22,002,514.00 4.01% $297,331.27
79 MTHS - 7.0 YRS 184 70 38.04% $24,273,370.00 4.42% $346,762.43
Over 7 YRS 521 167 32.05% $29,531,296.00 5.38% $176,834.11
Total 11,641 2,809 24.13% $549,248,993.23 100.00% $195,531.86

1989-1992
Report to Total # - # of Claims . . Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims
0 - 6 MTHS 2,307 133 5.77% $15,704,446.00 1.98% $118,078.54
7 MTHS - 1.0 YR 1.898 192 10.12% $37.800,492.00 4.77% $196,877.56
13 MTHS - 1.5 YRS 1,013 166 16.39% $34,096,407.00 4.30% $205,400.04
19 MTHS - 2.0 YRS 748 183 24.47% $60,478,188.00 7.63% $330,481.90
25 MTHS - 2.5 YRS 529 148 27.98% $36,815,212.00 4.64% $248,751.43
31 MTHS - 3.0 YRS 381 132 34.65% $39.847,214.00 5.03% $301,872.83
37 MTHS - 3.5 YRS 427 171 40.05% $53,238,097.00 6.71% $311,333.90
43 MTHS - 4.0 YRS 499 167 33.47% $39,986,376.00 5.04% $239,439.38
49 MTHS - 4.5 YRS 471 169 35.88% $55,692,790.00 7.02% $329,543.14
55 MTHS - 5.0 YRS 440 154 35.00% $42,410,440.00 5.35% - $275,392.47
61 MTHS - 5.5 YRS 449 184 40.98% $52,127,006.50 6.57% $283,298.95
67 MTHS - 6.0 YRS 495 186 37.58% $50,873,611.00 6.42% $273,514.04
73 MTHS - 6.5 YRS 487 181 37.17% $78,393,298.00 9.89% $433,112.14
79 MTHS - 7.0 YRS 373 144 38.61% $53,900,383.00 6.80% $374,308.22
Over 7 YRS 862 306 35.50% $141,526,571.30 17.85% $462,505.13
Total 11,379 2,616 22.99% 3792'890'53] .80 100.00% 3303%71

*Paid ratio = # of claims with payment/total # closed claims for each time lapse category.
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Time Lapse
from Date
of Injury
to Date
Reported

1981-
1992

RN

Injury to Total # % of # of Claims % of Total Claims

Report Date Closed Claims Total Claims W/ Payment W/ Payment
0 - 6 MTHS 3.431 12.07% 858 12.08%
7MTHS - 1.0 YR 3,178 11.18% 971 13.67%
13 MTHS - 1.5 YRS 3,006 10.57% 929 13.08%
19 MTHS - 2.0 YRS 4,679 16.46% 1,396 19.65%
25 MTHS - 2.5 YRS 7,632 26.84% 1,647 21.78%
31 MTHS - 3.0 YRS 1,632 5.74% 338 4.76%
37 MTHS - 3.5 YRS 1,080 3.69% 237 3.34%
43 MTHS - 4.0 YRS 807 2.84% 174 2.45%
49 MTHS - 4.5 YRS 877 3.08% 157 2.21%
55 MTHS - 5.0 YRS 310 1.09% 65 0.92%
61 MTHS - 5.5 YRS 292 1.03% 47 0.66%
67 MTHS - 6.0 YRS 223 0.78% 44 0.62%
73 MTHS - 6.5 YRS 195 0.69% 39 0.55%
79 MTHS - 7.0 YRS 183 0.64% 36 0.51%
Over 7 YRS 940 3.31% 265 3.73%
Total 28,435 100.00% 7,103 100.00%
Average Time Lapse 2.2 Years 2.2 Years

This section of the study will focus on the length of time between the date of injury and the report
date, and how this affects the closed claims data. Again, this data is presented in six month intervals,
up to seven years.

The chart on this page analyzes the data for the years 1981-1992 combined. Approximately 77.1%
of the closed claims had a time lapse of two and a half years between the injury date and the report date.
Of the claims closed with payment, 80.3% of these had a two and a half year time lapse. The average
time lapse between injury date and report date for all closed claims is 2.2 years or 2 years and 2 months,
which is also the average time lapse for claims that closed with payment. These numbers are not sur-
prising because for adults, under the Statute of Limitations law, all claims need to be reported within
two years of the date of injury or the date of discovery of the injury, but not to exceed four years from the
date of injury. If the injured person is under the age of 18, the claim must be reported by the age of 22 or
eight years after the discovery of the injury, whichever comes first.
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The charts on the following pages represent the time lapse between the date of injury and the date
reported in the three data groups, by year of the date the claim closed. The charts show the total num-
ber of claims closed, the number of claims with an indemnity payment and the paid ratios. The paid
ratio column is calculated the same way here, as previously explained. It equals the number of claims
with an indemnity payment divided by the total number of closed claims in each six month interval.
The paid ratios do not seem to be affected by the length of time between the date of injury and the date
reported.

Also represented in these charts are the total indemnity paid in each interval, the percent of the
total indemnity paid and the average indemnity paid of the claims with payment.

The graph on page 31 illustrates the average indemnity paid by the time lapse of the claim. Each
line represents the data in the groups by the year of the date the claim closed. As with the graph for the
time lapse between date reported and date claim closed, it is apparent that these d1str1but10ns are not
consistent.



1981-1984

Injury to Total # # of Claims Total % of Total Average Indemni
Report Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims

0 - 6 MTHS 576 194 33.68% $24,329,754.02 11.31% $125,411.10
7MTHS - 1.0 YR 599 223 37.23% $25,939,071.64 12.06% $116,318.71
13 MTHS - 1.5 YRS 596 226 37.92% $38,889,657.16 18.08% $172,078.13
19 MTHS - 2.0 YRS 1,017 347 34.12% $40,960,099.96 19.05% $118,040.63
25 MTHS - 2.5 YRS 1,652 386 24.87% $41,477,982.09 19.29% $107,455.91
31 MTHS - 3.0 YRS 280 65 23.21% $7,823,026.00 3.64% §120,354.25
37 MTHS - 3.5 YRS 198 62 31.31% $11,353,520.00 5.28% $183,121.29
43 MTHS - 4.0 YRS 129 33 25.58% $8,034,766.00 3.74% §243,477.76
49 MTHS - 4.5 YRS 149 32 21.48% $5,438,800.00 2.53% $169,962.50
55 MTHS - 5.0 YRS 63 22 34.92% $3,078,859.00 1.43% $139,948.14
61 MTHS - 5.5 YRS 33 10 30.30% $832,250.00 0.39% $83,225.00
67 MTHS - 6.0 YRS 39 5 12.82% $250,500.00 0.12% $50,100.00
73 MTHS - 6.5 YRS 34 10 29.41% $1,572,480.00 0.73% $157,248.00
79 MTHS - 7.0 YRS 31 7 22.58% $676,631.00 0.31% $96,661.57
Over 7 YRS 119 56 47.06% $4,393,009.00 2.04% $78,446.59
Total 5,415 1,678 30.99% $215,050,405.87 100.00% $128,158.76
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1985-1988

Total

Repart Date Closed Clsims W Payment Paid Ratio* Indetanity IndemnityPaid_| o Poad Gty
0 - 6 MTHS 1,088 327 30.06% $62,679,686.20 11.41% $191,681.00
7 MTHS-1.0YR 1,327 396 29.84% $54,400,141.14 9.90% $137,374.09
13 MTHS - 1.5 YRS 1,304 375 28.76% $58,923,067.92 10.73% $1567,128.18
19 MTHS - 2.0 YRS 2,004 578 28.84% $124,875,644.18 22.74% $216,047.83
25 MTHS - 2.5 YRS 3.179 608 19.13% $99,351,034.13 18.09% $163,406.31
31 MTHS ~ 3.0 YRS 767 135 17.60% $47,046,013.00 8.57% $348,488.99
37 MTHS - 3.5 YRS 466 95 20.39% $14,082,072.00 2.56% $148,232.34
43 MTHS - 4.0 YRS 391 67 17.14% $25,915,894.00 4.72% $386,804.39
49 MTHS - 4.5 YRS 393 65 16.54% $14,912,047.00 2.71% $229,416.11
55 MTHS - 5.0 YRS 106 19 17.92% $4,777,280.00 0.87% $251,435.79
61 MTHS - 5.5 YRS 115 17 14.78% $3,516,533.00 0.64% $206,854.88

67 MTHS - 6.0 YRS 80 18 22.50% $5,466,721.00 1.00% $303,706.72
73 MTHS - 6.5 YRS 68 12 17.65% $8,931,964.00 1.63% $744,330.33
79 MTHS - 7.0 YRS 67 16 23.88% $9.882,364.00 1.80% $617,647.75
Over 7 YRS 286 81 28.32% $14,488,531.66 2.64% $178,870.76
Total 11,641 2,809 24.13% $549,248,993.23 100.00% $195,531.86

1989-1992

Injury to Total #_ # of Claims . Total % of Total Average Indemnity
Report Date Closed Claims W/ Payment Paid Ratio® Indemnity Indemnity Paid of Paid Claims

0 - 6 MTHS 1,767 337 19.07% $106,942,024.30 13.49% $317:335.38
7 MTHS-1.0YR 1,252 352 28.12% $118,991,880.00 16.01% $338,045.11
13 MTHS - 1.5 YRS 1,106 328 29.66% $95,687,510.00 12.06% $29 ,425.,34
19 MTHS - 2.0 YRS 1,658 471 28.41% $129,639,588.50 16.35% - §275,243.29
25 MTHS - 2.5 YRS 2,901 553 19.06% $152,745,846.00 19.26% - $276,213.10
31 MTHS - 3.0 YRS 585 138 23.59% $64,987,743.00 8.20% $470,925.67
37 MTHS - 3.5 YRS 386 80 20.73% $18,774,067.00 2.37% $234,675.84
43 MTHS - 4.0 YRS 287 74 25.78% $26,483,827.00 3.34% $357,889.55
49 MTHS - 4.5 YRS 335 60 17.91% $12,201,240.00 1.54% $203,354.00
55 MTHS - 5.0 YRS 14 24 17.02% $10,484,774.00 1.32% $436,865.58
61 MTHS - 5.5 YRS 144 20 13.89% $4,157,250.00 0.52% $207,862.50

67 MTHS - 6.0 YRS 104 21 20.19% $4,371,102.00 0.55% $208.147.71 -
73 MTHS - 6.5 YRS 93 17 18.28% $4,352,203.00 0.55% $256,011.94
79 MTHS - 7.0 YRS 85 13 15.29% $2,290,674.00 0.29% $176,205.69
Over 7 YRS 535 128 23.93% $40,880.803.00 5.16% $319,381.27
11,379 2,616 22.99% $792,890,531.80 100.00% $303,092.71

' *Paid ratio = # of claims with payment/total # closed claims for each time lapse category.
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Time Lapse
from Date of
Injury to
Date Claim
Closed

1981~
1992

Injury to Total # % of # of Claims % of Total Claims

Closure Date Closed Claims Total Claims W/ Payment W/ Payment
0 - 6 MTHS 447 7.66% 58 0.82%
7MTHS - 1.0 YR 67 1.15% 140 1.97%
13 MTHS - 1.5 YRS 114 1.95% 169 2.38%
19 MTHS - 2.0 YRS 172 2.95% 219 3.08%
25 MTHS - 2.5 YRS 512 8.77% 304 4.28%
31 MTHS - 3.0 YRS 531 9.10% 371 5.22%
37 MTHS - 3.5 YRS 642 11.00% 446 6.28%
43 MTHS - 4.0 YRS 596 10.21% 535 7.53%
49 MTHS - 4.5 YRS 603 10.33% 603 8.49%
55 MTHS - 6.0 YRS 457 7.83% 481 6.77%
61 MTHS - 5.5 YRS 351 6.01% 534 7.52%
67 MTHS - 6.0 YRS 295 5.05% 457 6.43%
73 MTHS - 6.5 YRS 269 4.61% 437 6.15%
79 MTHS - 7.0 YRS 199 3.41% 410 5.77%
Over 7 YRS 582 9.97% 1,939 27.30%
Total 5,837 100.00% 7,103 100.00%
Average Time Lapse 5 Years 5.7 Years

In this part of the study the time lapse from the date of injury to the date the claim closed will be
analyzed. The chart on this page and the charts and graph on the following pages, again, look at this
information in six month intervals, up to seven years. Essentially, these charts analyze the total length
of the claim, from the date of injury to the date reported to the date the claim closed, encompassing the
last two sections.

The chart above shows the claims data for 1981-1992 years combined. Most of the claims closed
between 25 months and five years of the injury date. This represents 57.2% of closed claims. Yet only
38.6% of claims with an indemnity payment fall within this same range. The average time lapse for
closed claims is five years between the date of injury and the date the claim closed, but this average is
five years and eight months on claims closed with an indemnity payment. This illustrates the long-
tailed nature of medical malpractice liability insurance.
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Again, the charts on the following pages illustrate the time lapse between the date of injury and the
date the claim closed for the data in three groups, by the year of the date the claim closed. These charts
show the same types of data as the two previous sections. It is apparent, with this data, that the paid
ratio does not fluctuate consistently. Therefore, it does not seem to be predictable by the length of time
between the date of injury and the date the claim closed.

Also shown are the total indemnity paid at each interval, the percent of total indemnity paid and
the average indemnity paid of the claims with payment. None of this data shows a consistent distribu-
tion from year to year.

The graph on page 37 represents the average indemnity paid by the length of time between the
date of injury and the date the claim closed. ‘
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1981-1984

Injury to Total # # of Claims Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims
0 - 6 MTHS 25 11 44.00% $§73,810.69 0.03% $6,710.06
7 MTHS - 1.0 YR 67 36 53.73% $534,633.46 0.25% $14,850.93
13 MTHS - 1.5 YRS 114 39 34.21% $4,576,400.00 2.13% $117,343.59
19 MTHS - 2.0 YRS 172 61 35.47% $9,317,759.00 4.33% $152,750.15
25 MTHS - 2.5 YRS 512 94 18.36% $9.298,723.75 4.32% $98,922.59
31 MTHS - 3.0 YRS 531 95 17.89% $21.352,004.00 9.93% $224,757.94
37 MTHS - 3.5 YRS 642 155 24.14% $22,571,667.62 10.50% $145,623.66
43 MTHS - 4.0 YRS 596 182 30.54% $16,925,335.18 7.87% §92,996.35
49 MTHS - 4.5 YRS 603 190 31.51% $23,274,678.33 10.82% $122,498.31
55 MTHS - 5.0 YRS 457 142 31.07% $26,816,590.33 12.47% $188,849.23
61 MTHS - 6.5 YRS 351 125 35.61% $14,399,416.00 6.70% $115,195.33
67 MTHS - 6.0 YRS 295 115 38.98% $11,600,168.30 5.39% $100,871.03
73 MTHS - 6.5 YRS 269 104 38.66% $13,152,074.05 6.12% $126,462.25
79 MTHS - 7.0 YRS 199 74 37.19% $9,224,611.00 4.29% $124,656.91
Over 7 YRS 582 255 43.81% $31,932,534.16 14.85% $125,225.62
Total 5,415 1,678 30.99% $215,050,405.87 100.00% $128,158.76
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1985-1988

Injury to Total # # of Claims Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims
0 -6 MTHS 45 15 33.33% $97,637.00 0.02% $6,509.13
7 MTHS - 1.0 YR 137 50 36.50% §2,868,471.20 0.52% $57,369.42
13 MTHS - 1.5 YRS 229 71 31.00% $6,500,975.93 1.18% $91,563.04
19 MTHS - 2.0 YRS 284 80 28.17% $3,284,663.00 0.60% $41,058.29
25 MTHS - 2.5 YRS 734 125 17.03% $21,903,391.47 3.99% $175,227.13
31 MTHS - 3.0 YRS 959 162 15.85% $20,952,145.00 3.81% $137,843.06
37 MTHS - 3.5 YRS 961 190 19.77% $43,852,674.10 7.98% $230,803.55
43 MTHS - 4.0 YRS 987 239 24.21% $31,731,330.00 5.78% $132,767.07
49 MTHS - 4.5 YRS 1,026 263 25.63% $60,022,617.23 10.93% $228,222.88
55 MTHS - 5.0 YRS 1,035 200 19.32% $37,371,484.53 6.80% $186,857.42
61 MTHS - 6.5 YRS 935 238 25.45% $43,751,754.22 7.97% $183,830.90
67 MTHS - 6.0 YRS 845 196 23.08% $38,544,417.16 7.02% $197.663.68
73 MTHS - 6.5 YRS 651 173 26.57% $42,816,420.77 7.80% §247,493.76
79 MTHS - 7.0 YRS 592 165 27.87% $23,948,575.80 4.36% $145,142.88
Over 7 YRS 2,221 653 29.40% §171,602,435.82 31.24% §262,790.87
Total 11,641 2,809 24.13% $549,248,993.23 100.00% $195,531.86

1989-1992
Injury to Total # # of Claims . Total % of Total Average Indemnity

Closure Date Closed Claims W/ Payment Paid Ratio* Indemnity Indemnity Paid of Paid Claims
0 - & MTHS 377 32 8.49% $1,049,344.00 0.13% $32,792.00
7 MTHS - 1.0 YR 637 54 8.48% $2,985,535.00 0.38% $55,287.69
13 MTHS - 1.5 YRS 543 59 10.87% $5.651,571.00 0.71% $95,789.34
19 MTHS - 2.0 YRS 484 78 16.12% $14,485,896.00 1.83% $185,716.62
25 MTHS - 2.5 YRS 829 85 10.25% $20,084,762.00 2.53% $236,291.32
31 MTHS - 3.0 YRS 966 124 12.84% $28,342,366.00 3.57% $228,567.47
37 MTHS - 3.5 YRS 679 101 14.87% $25,716,056.00 3.24% $254,614.42
43 MTHS - 4.0 YRS 595 114 19.16% $38,869,744.00 4,90% $340,962.67
49 MTHS - 4.5 YRS 590 150 25.42% $38,397,453.00 4.84% $255,983.02
55 MTHS - 5.0 YRS 528 139 26.33% $34,360,398.00 4.33% $247,197.11
61 MTHS - 5.5 YRS 535 171 31.96% $69,563,662.00 8.77% $406,805.04
67 MTHS - 6.0 YRS 488 147 30.12% $40,616,553.00 5.12% $276,303.08
73 MTHS - 6.5 YRS 499 160 32.06% $46,337,348.00 5.84% $289,608.43
79 MTHS - 7.0 YRS 489 17 34.97% $64,501,059.00 8.13% $377,199.18
Over 7 YRS 3,140 1,031 32.83% $361,928,784.80 45.65% $351,046.35
Total 11,379 2,616 22.99% $792,890,531.80 100.00% $303,092.71

*Paid ratio = # of claims with payment/total # closed claims for each time lapse category.
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Indemnity

Paid by
Severity
of Injury

The next two sections of the report relate the claimant’s severity of injury to the amount of indem-
nity paid by the insurance company on behalf of the doctor/ defendant. On each closed claim received
by the Illinois Department of Insurance, the severity of injury is coded. Examples of the codes are as
follows:

Emotional - fright, no physical damage.

Insignificant Temporary - lacerations, contusions, minor scars, rash; no delay.

Minor Temporary - infections, misset fracture, fall in hospital; recovery delay.

Major Temporary - burns, surgical material left, drug side effect, brain damage; recovery
delayed.

Minor Permanent - loss of fingers, loss or damage to organs; includes nondisabling injuries.
Significant Permanent - deafness, loss of limbs, loss of eye, loss of one kidney or lung.
Major Permanent - paraplegia, blindness, loss of two limbs, brain damage.

Grave Permanent - quadraplegia, severe brain damage, lifelong care or fatal prognosis.

The charts on the following page represent the number of claims with payment and the amount of
indemnity paid, by the severity of injury. Itis apparent that most of the indemnity paid each year is on
claims with a severity of major permanent, grave permanent and death. In the 1981-1984 group, these
three severities combined represented 64.6% of the total indemnity paid, yet these three severities only
represented 35.3% of the number of claims with an indemnity payment. The other two groups of data
appear to be similar: in 1985-1988, major permanent, grave permanent and death represented 70.2% of
total indemnity paid while they were only 39.6% of the number of paid claims, and in 1989-1992 the
three severities mentioned were 71.2% of total indemnity paid, with 48.6% of the number of claims
with payment.

It appears that grave permanent has the single highest average indemnity paid compared to the
other severities coded. In 1981-1984 the average for this severity was approximately $483,000, which is
well above the overall average payout of $128,000. In 1985-1988, the average payout for grave perma-
nent was $753,000, again, well above the overall average of $196,000, and in 1989-1992 grave perma-
nent averaged $839,000 in indemnity paid, while the overall average was $303,000. Averageindemnity
paid on claims with a grave permanent severity are two times greater than the overall average indem-
nity paid on claims with payment on all types of severity, but grave permanent has one of the lowest
percent of claims with payment.

Death claims had the highest percentage of payout, and it appears to be increasing. In1981-1984,
the percent of claims with an indemnity payment for the death severity code was 22.2%. In 1985-1988
the percentage increased to 25.8% and in 1989-1992 it increased again to 29%.

The graph on page 41 illustrates the average indemnity payment by the severity of injury. Each

line represents the groups of data by the year of the date the claim closed. The distributions appear to
be consistent. This is especially apparent when observing the peak at the grave permanent severity.
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1981~
1984

1985-
1988

1989-
1992

Severity # of Claims % of Claims Total Inc?::tr:l ; of % of Total

of Injury With Payment With Payment _Indemnity Paid Claims _ Indemnity Paid
Other 2 0.12% $832,500.00 $416,250.00 0.39%
Emotional 45 2.68% $330,044.05 §7,334.31 0.15%
Insignificant 90 5.36% $1,440,198.74 $16,002.21 0.67%
Minor Temp 280 16.69% $15,225,597.46 $54,377.13 7.08%
Major Temp 195 11.62% $10,957,621.00 $56,192.93 5.10%
Minor Perm 302 18.00% $20,088,039.29 $66,516.69 9.34%
Significant Perm 171 10.19% $27,335,598.00 $159,857.30 12.71%
Major Perm 102 6.08% $35,128,128.37 $344,393.42 16.33%
Grave Perm 118 7.03% $56,963,124.78 $482,738.35 26.49%
Death 373 22.23% $46,749,554.18 $125,333.93 21.74%
Total 1,678 100.00% $215,050,405.87 $128,158.76 100.00%

Average

Severity # of Claims % of Claims Total Indemm%y of % of Total

of Injury With Payment With Payment Indemnity Paid Claims Indemnity Paid
Other 1 0.04% $260,000.00 $260,000.00 0.05%
Emotional 52 1.85% $551,933.51 $10,614.11 0.10%
Insignificant 135 4.81% $2,615,930.35 $19,377.26 0.48%
Minor Temp 399 14.21% $20,435,295.80 $51.216.28 3.72%
Major Temp 419 1491% $38,698,217.10 $92,358.51 7.05%
Minor Perm 37N 13.21% $30,278,236.76 $81,612.50 5.51%
Significant Perm 320 11.39% $70,747,363.00 $221,085.51 12.88%
Major Perm 218 7.76% $111,173,206.22 $509,968.84 20.24%
Grave Perm 169 6.02% $127,270,562.16 $753,080.25 2317%
Death 725 25.80% $147,218,248.33 $203,059.65 26.80%
Total 2,809 100.00% $549,248,993.23 $195,531.86 100.00%

Average

_ Severity # of Claims % of Claims Total Indemnx%y of % of Total

of Injury With Payment With Payment Indemnity Paid Claims Indemnity Paid
Other 1 0.04% $87,500.00 $87,500.00 0.01%
Emotional 30 1.15% $3,371,256.50 $112,375.22 0.43%
Insignificant 109 4.16% $4,131,931.00 $37,907.62 0.52%
Minor Temp 294 11.24% $26,319,448.00 $89,521.93 3.32%
Major Temp 313 11.97% $38,851,551.30 $124,126.36 4.90%
Minor Perm 297 11.35% $67,380,672.00 $226,870.95 8.50%
Significant Perm 301 11.51% $88,371,786.00 $293,593.97 11.15%
Major Perm 319 12.19% $175,444,481.00 $549,982.70 22.13%
Grave Perm 194 7.41% $162,836,606.00 $839,363.95 20.54%
Death 7568 28.98% $226,095,300.00 $298,278.76 28.52%
Total 2,616 100.00% $792,890,531.80 $303,092.71 100.00%
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Indemnity
Paid by
Severity

of Injury--
Minor vs.
Adult

This section analyzes how the claimant’s severity of injury relates to the amount of indemnity
paid. Which is similar to the last section, but it takes into consideration the age of the injured party.
Each of the charts on the next page are separated into three sections: one for minors (injureds under the
age of 18); adults (injureds aged 18 and older); and unknown.

When comparing the data on minors to that of adults, it appears that the overall average indemni-
ty paid is higher for minors than for adults. In general, significant permanent, major permanent and
grave permanent averages of indemnity paid are considerably higher for minors than for adults. The
graphs on page 44 illustrate this point.

In1981-1984 the total indemnity paid was about $215 million, of that $75 million, or 34.9%, was for
claims of minors and $127 million, or 59.3%, was for claims of adults. Of the 1,678 claims that closed
with an indemnity payment in this time period, 295 or 17.6% were for claims of minors, while 1,140 or
67.9% were for adults.

The total indemnity paid in 1985-1988 was approximately $549 million. Of that amount, $183 mil-
lion, or 33.3%, went to claims of minors, and $347 million, or 63.2%, went to claims of adults. The num-
ber of claims closed with an indemnity payment in this time period was 2,809. Of these, 524 or 18.7%
were for claims of minors, while 2,043 or 72.7% were for adults.

In 1989-1992 the total indemnity paid was $793 million. Of that amount, $259 million, or 32.7%,
was for claims of minors, and $514 million, or 64.8%, was for claims of adults. During this time period,
2,616 claims were closed with an indemnity payment. Five hundred forty-six of these claims were for
minors, which represents 20.9% of the paid claims, and 1,920, or 73.4%, were claims for adults.

Overall, the amount of indemnity paid between 1981 and 1992 was approximately $1.6 billion.
Minors’ claims over this time period totalled $518 million, which represents 33.2% of the total indemni-
ty paid. Adults’ claims equalled $988 million, which is 63.4% of the total paid. The total number of
claims with an indemnity payment over this same 12 year period was 7,103. Claims closed with pay-
ment for minors equalled 1,365, or 19.2% of the 7,103, while 5,103, or 71.8%, were adults’ claims.
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1981-1984

MINOR* ADULT UNKNOWN
# Claims{ % Claims| Average # Claims| % Claimsl Average # Claimsl % ClaimJ Average
Severity With With Total Indemm%y of With With Total Indemnity of With With Total Indemnity of
of Injury Payment | Payment} Indemnity Paid Claims [ Payment] Payment| Indemnity Paid Claims J Payment| Payment| Indemnity } Paid Claims
Other [¢] 0.00% $0.00 \ 2 0.12% $832,500.00 $416,250.00 o] 0.00% $0.00 $0.00
Emotional 1 0.06% $1,200.00 $1,200.00 29 1.73% $226,394.05 $7,806.69 15 0.89% $102,450.00 $6,830.00
Insignificant 13 0.77% $1,099,861.75 $84,604.75) 55 3.28% $253,526.99 $4,609.58 22 1.31% $86,810.00 $3,945.91
Minor Temp 34 2.03% $7,950,663.00 $233,843.03 206 12.28% $6.756,184.46 $32,797.01 40 2.38% $518,750.00 $12,968.75
Major Temp 19 1.13% $2,470,800.00 $130,042.11 157 9.36% $7,958,571.00 $50,691.54 19 1.13% $528,250.00 $27,802.63
Minor Perm 32 1.91% $2,004,378.00 $62,636.81 219 13.05% $15,845,698.00 $72,354.79 51 3.04% § $2,237.963.29 $43,881.63
Significant Per 31 1.85% $8,449,325.00 $272,558.87, 113 6.73% $16,777,775.00 $148,475.88 27 1.61% $2.108,498.00 $78,092.52
Maijor Perm 39 2.32% | $20,331,357.00 $521,316.85 50 2.98% $14,202,938.00 $284,058.76 13 0.77% $593,833.37 $45,679.49
Grave Perm 50 2.98% | $29,080,704.16 $581,614.08| 54 3.22% $24,010,223.00 $444,633.76 14 0.83% $3,872,197.62 $276,585.54
 Degth 76 453% | $3.696249.00 $ 255 1 1520% | $40589.314.001 42 250% | $2.463991.18 $58.666.46
Total 295 17.58% | $75,084,537.91 $254,523.86, 1,140 67.94% | $127,453,124.50 $111,800.99 243 14.48% | $12,512,743.46 $51,492.77
1985-1988 MINOR* UNKNOWN
# Claims | % Claims Average # Cla'unsl % Claims} Average # Claimsl % Claims| Average
Severity With With Total lndemnﬂy of ith i Total Indemnity of With Total Indemnity of
of Injury Payment | Payment| Indemnity Paid Claims Qi Payment] Payment| Indemnity Paid Claims Payment| Indemnity | Paid Claims
Other 0 0.00% $0.00 $0.0 1 0.04% $240,000.00 $260,000.00 0 0.00% $0.00 $0.00
Emotionat 5 0.18% $135,500.00 $27,100 36 1.28% $333,583.51 $9,266.21 N 0.39% $82,850.00 $7.531.82
Insignificant 18 0.64% $185,170.00 $10,287.2 105 3.74% $2,273,630.35 $21,653.62 12 0.43% $157,130.00 $13,094.17
Minor Temp 46 1.64% $2,852,623.00 $62,013 325 11.57% $17,287,714.19Q $53,192.97 28 1.00% $294,958.70 $10,534.24
Major Temp 57 2.03% $6,058,168.00 $106,283.6 338 12.03% $29,720,209.00 $87,929.61 24 0.85% $2,919,840.10 $121,660.00
Minor Perm 53 " 1.89% $8,605,204.00 $162,362.3 280 9.97% $20,432,082.74 §72,971.72 38 1.35% $1,240,950.00 $32,656.58
Significant Per 41 1.46% $6,671,364.00 $162,716.2 256 2.17% $61,766,249.00 $241,274.4 23 0.82% $2,309,750.00 $100,423.91
Major Perm 72 2.56% | $63,881,323.00 $887,240.6! 128 4.56% $45,367,954.64 $354,437.15 18 0.64% $1,923,928.56 $106,884.92
Grave Perm ) 3.42% | $78,969,697.16 $822,601.01 59 2.10% $46,717,115.00 $791,815.51 14 0.50%{ $1,583,750.00 $113,125.00
Death 136 4.84% } $15,643,230.38 $115,023.7 515 18.33% | $122,892,001.62 $238,625.25 74 2.63% $8,683,016.33 §117,338.06
Total 524 18.65% | $183,002,279.54 $349,240.9 2,043 72.73% | $347,050,540.00 $169,873.00 242 8.62% ] $19,196,173.69 $79,323.03
1989-1992 MINOR* ADULT UNKNOWN
# Claims | % Claims] Average # Claims| % Claims| Average # Claims| % Claims] Average
Severity With With Total Indemnity of With With Total Indemnity of With With Total Indemnity of
of Injury Payment | Payment| Indemnity Paid Claims J| Payment| Payment{ Indemnity Paid Claims J§ Payment|Payment| Indemnity | Paid Claims
Other 0 0.00% $0.00 $0.00; 1 0.04% $87.500.00 $87,500.00 0 0.00% $0.00 $0.00
Emotional 4 0.15% $2,761,062.50 $690,265.63 22 0.84% $598,425.00 $27,201.14 4 0.15% $11,769.00 $2,942.25
Insignificant 10 0.38% $653,770.00 $65,377.00 84 3.21% $3,100,024.00 $36,905.05 15 0.57% $378,137.00 $25,209.13
Minor Temp 36 1.38% $5,862,779.00 §162,854.97 238 9.10% $19.075,536.00 $80,149.31 20 0.76% | $1.381,133.00 $69,056.65
Major Temp 25 0.96% $4,154,646.00 $166,185.84 281 10.74% $34,316,239.00 $122,121.85 7 0.27% $380,666.30 $54,380.90
Minor Perm 37 1.41% | $24,608,407.00 $665,092.08, 244 9.33% $41,505,765.00 $170,105.59 16 0.61% | $1,266,500.00 $79,156.25
Significant Per 51 1.95% | $11,202,569.00 $219,658.22 243 9.29% $75,131,717.00 $309,184.02 7 0.27% $2,037,500.00 $291,071.43
Major Perm 106 4.05% | $82,219,885.00 $775,659.29 193 7.38% $89,478,536.00 $463,619.36 20 0.76% $3,746,060.00 $187,3C3.00
Grave Perm 101 3.86% { $83,887,640.00 $830,570.69 78 2.98% $§73,723,966.00 $945,179.06 15 0.57% $5,225,000.00 $348,333.33
Death 176 6.73% | $44,165,241.00 $250,938.87, 536 20.49% | $176,515,263.00 $329,319.52 46 1.76% $5,414,796.00 $117,712.96
Total 546 20.87% [$259,515,999.50 $475,304.03 1,920 73.39% | $513,532,971.00 $267,465.09 150 5.73% | $19,841,561.30 $132,277.68

*Minor: < 18 years of age.
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Defense
Costs for
Closed
Claims with
Payment

This section of the report analyzes the defense costs paid by the insurance company for claims that
closed with an indemnity payment. The charts on page 48 represent the data by severity of injury,
showing the number of claims with payment, and how many of those had a defense counsel payment.

They also illustrate the amounts of defense costs paid for claims with an indemnity payment according
to the severity of injury of the claim.

In1981-1984, 1,678 claims closed with an indemnity payment. Of these, 1,483, which is 88.4%, also
paid defense counsel fees. During this time period $10 million were paid to defense counsel, giving an
average defense cost of $6,918 for claims which also had an indemnity payment.

In 1985-1988, 2,809 claims closed with an indemnity payment and 91.1%, or 2,558 of those claims,
also made a payment to defense counsel. The total paid to defense counsel on claims that closed with

an indemnity payment was almost $29 million. Therefore, the average payment to defense counsel on
these claims was $11,240.

The total number of claims closed with an indemnity payment in 1989-1992 was 2,616. Of these
2,342 or 89.5% made a payment to defense counsel. The total paid for defense costs for claims with
payment was approximately $55 million, making the average payment to defense counsel $23,333.

It is apparent from the information provided here that defense costs are on the rise. Average de-
fense costs on claims with an indemnity payment rose 62.5% between 1981-1984 and 1985-1988, The

increase was over 100% between 1985-1988 and 1989-1992. The graph on the next page illustrates this
point.

Cumulatively, the average payment to defense counsel for claims with an indemnity payment
rose 237.3% from 1981-1984 to 1989-1992. The biggest increases were in the severity codes emotional
and grave permanent. Average defense costs rose 356.8% in the emotional severity code from
1981-1984 to 1989-1992. From 1981-1984 to 1985-1988, average defense counsel payment rose 48.2%
compared to 208.2% from 1985-1988 to 1989-1992, for emotional claims. The average defense counsel
payments rose 295.7% for severity code grave permanent from 1981-1984 to 1989-1992. From
1981-1984 to 1985-1988, this average increased 63.8% compared to 141.6% increase from 1985-1988 to
1989-1992. '
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The severity code death has consistently been the code with the most spent on defense counsel for
claims with an indemnity payment, with a total of $27.2 million spent over the last 12 years. This repre-

sents 29.0% of the total amount paid to defense counsel on claims with an indemnity payment over the
same time frame. '

The graphs on page 49 illustrate the average payment to defense counsel on claims closed with an
indemnity payment by the severity of injury of the claim. Each graph represents the groups of data
formed by the year of the date the claims closed. Although the graphs do not appear to be consistent, it -
is again apparent that overall defense costs on claims closed with payment are increasing.
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1981-
1984

1985-
1988

1989-
1992

# of Claims Total Paid for
Severity # of Claims With Payment Defense Costs for Average Defense Costs
of Injury With Payment W/Defense Costs Claims with Payment for Claims with Payment |
Other 2 2 $47,347.00 $23,673.50
Emotional 45 30 $118,878.75 $3,962.63
Insignificant 90 54 $301,622.22 $5,585.60
Minor Temp 280 235 $978,004.50 $4,161.72
Major Temp 195 175 $1,164,251.60 $6.652.87
Minor Perm 302 269 $1,539,086.45 $5.721.51
Significant Perm 171 161 $1,223,320.96 $7,598.27
Major Perm 102 95 $1,067,396.26 $11,235.75
Grave Perm 118 112 $1,173,822.72 $10,480.56
Death 373 350 $2,645,880.21 $7.559.66
Total 1,678 1,483 $10,259,610.67 $6,918.15
# of Claims Total Paid for
Severity # of Claims With Payment Defense Costs for Average Defense Costs
of Injury With Payment W/Defense Costs Claims with Payment for Claims with Payment
Other 1 1 $14,449.00 $14,449.00
Emotional 52 41 $240,807.78 $5.873.36
Insignificant 135 89 $518,858.40 $5.829.87
Minor Temp 399 341 $2,831,795.26 $8,304.38
Maijor Temp 419 377 $4,248,534.17 $11,269.32
Minor Perm 3n 336 $3,473,839.92 $10,338.81
Significant Perm 320 305 $3,857,835.95 $12,648.64
Major Perm 218 210 $2,964,826.65 $14,118.22
Grave Perm 169 164 $2,815,783.00 $17,169.41
Death 725 694 $7,785,622.76 $11,218.48
Total 2,809 2,558 $28,752,352.89 $11,240.17
# of Claims Total Paid for
Severity # of Claims With Payment Defense Costs for Average Defense Costs
of Injury With Payment W/Defense Costs Claims with Payment for Claims with Payment
Other 1 1 $32,267.00 $32,267.00
Ermotional 30 22 $398,226.04 $18,101.18
Insignificant 109 63 $721,407.31 $11,450.91
Minor Temp 294 228 $3,670,438.83 $15,659.82
Major Temp 313 253 $4,749,256.93 $18,771.77
Minor Perm 297 268 $5,368,846.03 $20,033.01
Significant Perm 301 284 $6,213,360.82 $21,878.03
Major Perm 319 312 $9,076,888.67 $29,092.59
Grave Perm 194 187 $7.755,878.66 $41,475.29
Death 758 724 $16,759.970.49 $23,149.13
Total 2,616 2,342 $54,646,540.78 $23,333.28
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This section is similar to the previous one in that it again looks at defense costs paid by the insur-
ance company, but it focuses on claims that closed without an indemnity payment. The data is sorted
by the severity of injury coded on the closed claim report. The number of claims closed without pay-
ment are shown by severity, along with the number of those that had payment to defense counsel and
amount of the payment.

In1981-1984, 3,737 claims closed without an indemnity payment. Of those, 2,825 or 75.6%, made a
payment to defense counsel. The total amount paid to defense counsel within this time frame on closed
claims without payment was almost $10 million, for an average of $3,455 per claim.

In 1985-1988 the total number of closed claims without payment equalled 8,832. The number of
those with a payment to defense counsel was 7,413, or 83.9%. The total paid for defense costs for claims
without payment was about $38 million, giving an average payment to defense counsel of $5,190.

In 1989-1992, 8,763 claims closed without an indemnity payment. Of these, 5,916 or 67.5%, in-
cluded a defense counsel payment. In this time period, the total amount paid in defense counsel fees
was $65 million, for an average of $11,031 per claim.

Inlooking at the data overall, again it appears that defense costs are rising. Average defense costs
increased by 50.2% from 1981-1984 to 1985-1988, while the increase between 1985-1988 and 1989-1992
was almost 112.5%. Again, the graph on the following page illustrates this point.

Cumulatively, the average payment to defense counsel for claims closed without an indemnity
payment rose 219.2% from 1981-1984 to 1989-1992. The biggest increases were in the severity codes
major temporary and death. The average defense cost rose 238.8% for the severity code major tempo-
rary from 1981-1984 to 1989-1992. From 1981-1984 to 1985-1988, average defense counsel payment
rose 72.6% compared to 96.3% from 1985-1988 to 1989-1992 for major temporary claims. Average de-
fense costs increased 234.6% for the severity code death from 1981-1984 to 1989-1992. From 1981-1984
to 1985-1988, the average increased 50.8% compared to 121.8% from 1985-1988 to 1989-1992.
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The severity code death has consistently been the code with the most spent on defense counsel for
claims with no indemnity payment. The amourit spent on defense counsel for these claims was about
$30 million, or 26.8%, of the total amount spent between 1981 and 1992 for claims closed without an
indemnity payment.

The graphs on page 54 represent the average payment to defense counsel on claims closed without
an indemnity payment by the severity of injury of the claim. Each graph shows a group of data by the
year of the date the claim closed.
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1981-

1984

1985-
1988

1989-
1992

# of Claims Total Paid for
Severity # of Claims W/O Payment Defense Costs for Average Defense Costs
of Injury W/O Payment W/Defense Costs Claims W/O Payment for Claims W/O Payment |
No injury 10 4 $4,953.00 $1,238.25
Emotional 93 56 $130,236.50 $2,325.65
Insignificant 281 182 $483,726.44 $2,657.84
Minor Temp 747 546 $1,873,888.74 $3,432.03
Major Temp 646 490 $1,485,684.88 $3,032.01
Minor Perm 692 465 $1,617,538.60 $3,478.58
Significant Perm 311 260 $922,954.16 $3,549.82
Major Perm 165 120 $535,345.58 $4,461.21
Grave Perm 132 106 $624,396.45 $5,890.53
Death 760 596 $2,084,425.54 $3,497.36
Total 3,737 2,825 $9,763,149.89 $3,455.98
# of Claims Total Paid for
Severity # of Claims W/O Payment Defense Costs for Average Defense Costs
of Injury W/O Payment W/Defense Costs Claims W/O Payment for Claims W/O Payment |
No Injury 34 25 $186,592.39 $7.463.70
Emotional 193 134 $520,323.48 $3,883.01
Insignificant 407 27N $1,024,214.90 $3,779.39
Minor Temp 1,667 1,306 $5,936,047.92 $4,545.21
Major Temp 1,595 1,348 $7,054,139.04 $5,233.04
Minor Perm 1,165 1,000 $5,428,366.34 $5,428.37
Significant Perm 910 791 $4,389,523.61 $5,549.33
Major Perm 566 497 $2,918,505.15 $5,872.24
Grave Perm 305 270 $1,673,804.55 $6,199.28
Death 2,000 1,771 $9,343,025.36 $5,275.56
Total 8,832 7,413 $38,474,542.74 $5,190.14
# of Claims Total Paid for
Severity # of Claims W/O Payment Defense Costs for Average Defense Costs
of Injury W/O Payment W/Defense Costs Claims W/O Payment | for Claims W/O Payment |
No Injury 2 33 $99,625.00 $3,018.94
Emotional 181 74 $554,073.19 $7,487.48
" Insignificant 390 154 $1,164,387.50 $7.560.96
Minor Temp 1,458 869 $7.882,712.39 $9,071.02
Major Temp 1,341 881 $9,049,207.36 $10,271.52
Minor Perm 946 686 $7,389,275.35 $10,771.54
Significant Perm 880 665 $7,311,736.15 $10,995.09
Major Perm 763 595 $7.314,833.40 $12,293.84
Grave Perm 430 336 $5,498,889.00 $16,365.74
Death 2,277 1,623 $18,995,098.02 $11,703.70
Total 8,763 5,916 $65,259,837.36 $11,031.07
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This section of the closed claims report looks at the data by the doctor’s type of practice/ specialty.
The chart on page 57 is separated into the three groups of data by the year of the date the claim closed.
Each of the sections represents the number of claims with payment by the specialty code of the physi-
cian. They also show the average amount of indemnity paid within each specialty.

The twenty specialties with the highest number of claims with an indemnity payment are listed.
As seen in the chart, the specialties with the most claims with payment usually involve some sort of
surgery. Explanations of the specialties listed in the chart are located in Appendix B.

The chart lists the specialties in decreasing order of occurrence. Therefore, claims of doctors spe-
cializing in OB/ GYN Surgery occurred the most over the 1981 to 1992 time period, totalling 858 claims
with an indemnity payment over the past twelve years. General Surgery had the second most number
of claims with 755, and Family/General Practice, Minor Surgery was third, with 700.

Looking at increases in claim counts more specifically by specialty code, it is apparent that the
number of claims with payment increased most for OB/GYN Surgery over the past twelve years. In
1981-1984 there were 169 claims with an indemnity payment in this specialty, while in 1989-1992 there
were 362. This increase totals 193 claims. The specialty with the greatest percentage increase of claims
with payment from 1981-1984 to 1989-1992 is Cardiac /Cardiovascular Surgery, which increased
361.5%.

It appears that the average amount of indemnity paid on these claims is increasing for all types of
specialties. Thoracic Surgery has increased the greatest percentage over the last twelve years by the
average amount of indemnity paid on these claims. In 1981-1984, average indemnity paid equalled
almost $90,000. In 1985-1989 it rose to $153,000, which was a 70.2% increase. Then, in 1989-1992 the
average totalled approximately $500,000 per claim, which is a 227.0% increase from 1985-1988. The
cumulative increase from 1981-1984 to 1989-1992 was a staggering 456.5%.

The graphs on pages 58 thru 60 show the twelve specialties that increased the most by percentage
of average amount of indemnity paid over the last twelve years. They are shown in descending order
of percent increase, which is shown on the graphs. The first graph, for Thoracic Surgery, illustrates the
greatest percent increase. The next graph on Neurosurgery shows the average amount of indemnity
paid on these claims increased 408.1% from 1981-1984 to 1989-1992. Although the increases on the
graphs are by amounts paid, not by the percent of the increase, it is obvious that average payment on
these claims is increasing at an alarming rate. Remember, this data only includes the indemnity paid
by the insurance company representing the doctor/defendant.
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1981-1984 1985-1988
# of # of
Claims % of Claims Average Claims % of Claims Average % of Claims Average
With With - | Indemnity of With With Indemnity of With Indemnity of

Specialty Code, Payment Payment Paid Claims Payment Payment Paid Claims Payment Paid Claims
OB/GYN Surgery 169 10.1% $102,786.33 327 11.6% $266,120.22 13.8% $363,670.87
General Surgery 200 11.9% $111,829.03 30 10.7% $163,988.29) 9.7% $272,744.17
Fam/Gen Practice Minor Surgery 158 9.4% $116,095.20 323 11.5% $151,669.04 8.4% $371,246.31
Orthopaedic Surgery 166 9.9% $100,321.62 236 8.4% $109,209.89 8.2% $233,068.32
Internal Medicine No Surgery 109 6.5% $109,133.61 203 7.2% $174,231.25 7.3% $205,165.56
Anesthesiology 65 3.9% $285,355.60 101 3.6% $303,216.61 3.9% $§475,659.4
Pediatrics No Surgery &2 3.1% $238,458.05 95 3.4% $340,207.11 4.6% $344,774.64
Fam/Gen Practice No Surgery 64 3.8% $57,793.19 80 2.9% $175,697.96 3.4% $285,485.85
Internal Medicine Minor Surgery 39 2.3% $128,048.39 73 2.6% $266,979.78 2.1% $345,665.04
Neurosurgery 34 2.0% $134,637.91 66 2.8% $399,354.14 2.3% $684,062.03
Radiology No Surgery 40 2.4% $201,240.43 67 2.4% $198,683.93 2.0% $368,334.12
Radiology Minor Surgery 21 1.3% $108,996.81 48 1.7% $168,587.75 3.2% $392,804.85
Urological Surgery 42 2.5% $215,917.66 54 1.9% $137,388.28 2.0% $190,593.08
Ophthalmic Surgery 45 2.7% $59,062.53 54 1.9% $206,796.26 1.8% $214,802.17
Otorhinolaryngoiogy 36 2.2% $81,974.81 37 1.3% $103,083.35 1.8% $361,104.08
Cardiac/Cardiovascular Surgery 13 0.8% $293,835.77 42 1.5% $185,663.74 2.3% $399,213.48
Emergency Medicine 24 1.4% $135,385.54 40 1.4% $122,574.83 1.2% $211,324.43
Thoracic Surgery 21 1.3% $89,838.19 39 1.4% $152,922.59 1.1% $499,934.62
Vascular Surgery 18 1.1% $80,462.94 39 1.4% $271,550.56) 1.2% $215,654.39
Plastic Surgery 21 1.3% $46,283.33 33 1.2% $101,896.58 1.2% $112,765.80
Other 3N 20.3% $140,213.32 551 19.6% $187,779.21 18.5% $208,674.10
Total Ciaims With Payment 1,678 100.0% $128,158.76 2,809 100.0% $195,531.86 100.0% $303,092.71
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for Closed
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Severity of
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This section compares the average length, in months, of claims that closed with an indemnity pay-

ment against those that closed without payment. The data here is analyzed by the severity of injury of
the claim. ’

The charts on page 64 represent the number of claims with payment in each severity of injury cate-
gory, which can be compared to the number of closed claims without an indemnity payment. The
charts then show the average months from the date of injury to the date reported and the average
months from the date reported to the date the claim closed. These two columns add up to equal the
average months from the date of injury to the date the claim closed.

Looking specifically at claims with payment, it is apparent the average months from the date of
injury to the date the claim closed is on the rise. In 1981-1984, the average months in this category was
60, but in 1985-1988, it increased to 66 months and in 1989-1992 it grew to 77 months. This increase in
the length of the claim occurs in the average months from the date reported to the date the claim closed.
The average months from the date of injury to the date reported is consistent from year to year. This is
illustrated on the graph on page 65. In 1981-1984, the average time lapse between injury date and re-
port date was 26 months. This time lapse was the same in 1985-1988 and in 1989-1992, it only increased
by one month. Yet the average months from the date reported to the date the claim closed was 34 in
1981-1984; 41 in 1985-1988; and 50 in 1989-1992. Again, these numbers refer to the section for claims
closed with an indemnity payment.

Comparing this same data from year to year on the claims closed without payment, there is not a
consistent increase. The average months from the date of injury to the date the claim closed in
1981-1984 was 52; in 1985-1988, it was 61; and in 1989-1992, it was 58.

In comparing claims closed with an indemnity payment versus claims closed without an indemni-
ty payment it is apparent that, on the average, it takes longer to close a claim with payment. In
1981-1984, the average time lapse between date of injury and date the claim closed was 60 months for
claims with payment, yet it was only 52 months on claims without payment. In 1985-1988, the average
was 66 months on claims with payment, and only 61 months on claims without payment. In
1989-1992, the average for claims with an indemnity payment was 77 months, yet it was only 58
months on claims closed without payment.
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In looking at the different severities of injury for claims with an indemnity payment, the average
length of time from the date of injury to the date the claim closed is longest for the claims with a grave
permanent severity code. For years 1981-1984, it took an average of 71 months from the date of injury
to the date the claim closed. This increased to 82 months in 1985-1988 and to 97 in 1989-1992.

Claims with the severity code insignificant have the shortest average time from injury date to clo-
sure date. In 1981-1984, this average for claims that closed with an indemnity payment was 42 months,
while the average for all claims with an indemnity payment was 60 months. In 1985-1988, the average
for insignificant severity claims that closed with payment was 53 months, and the overall average for
claims with payment was 66 months. The average for insignificant severity claims with an indemnity
payment was 52 months in 1989-1992, wh11e the overall average of claims with payment was 77
months.
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Claims
Without
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Compared
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Payment

1981-1984 Claims with Pament Claims without Payment
# ?f Average Monthﬂ Average Months Average Months] # of Average Month Average Month Average Months
Claims |  From Date From Date From Date of | Claims From Date From Date From Date of
With of Injury to  }Reported to Date Injury to Date W/0 of Injury to Rzported to Datg Injury to Date
Severity of Injury Payment] Date Reported aim Closed im Closed Bayment] Date Reported laim Closed im Closed
Other 2 32 38 70 10 25 19 a4
Emotional 45 36 23 59 93 27 21 48
Insignificant 90 20 22 42 281 22 30 52
Minor Temp 280 22 K} 53 747 23 25 48
Major Temp 195 23 31 53 646 24 25 49
Minor Perm 302 32 35 68 592 30 26 57
Significant Perm 171 26 39 65 311 27 26 53
Major Perm 102 -35 41 76 165 32 28 60
Grave Perm 118 35 36 VAl 132 3 27 57
Death 373 21 36 57 760 25 25 51
Jotal 1,678 26 34 60 3,737 26 26 §2‘
1985-1988 Claims with Payment Claims without Payment
# of Average Month: Average Months Average Months|  # of Average Months Average Months Average Months
Claims | From Date From Date From Date of Claims From Date From Date From Date of
With of Injuryto  [Reported to Date [nliury to Date W/O of Injury to Reévorted to Date Ié?;:ry to Date
Severity of Injury Payment] Date eported im Closed Claim Closed Fayment] Date Reported laim Closed im Closed
Other 1 23 35 58 34 25 27 52
Emotional 52 30 35 66 193 29 32 61
Insignificant 135 23 30 53 407 20 30 50
Minor Temp 399 22 36 59 1,667 24 31 56
Maijor Temp 419 23 39 62 1,595 26 34 60
Minor Perm an 27 43 70 1,155 29 35 65
Significant Perm 320 28 47 74 210 29 36 65
Major Perm 218 33 a1 75 566 34 32 65
Grave Perm 169 37 45 82 305 45 40 85
Death 725 23 42 65 2,000 26 34 60
Total 2,809 26 41 66 8.832 27 61
1989-1992 Claims with Payment Claims without Payment
# f’f Average Mon Average Months Average Months| # of Average Months Average Mon Average Months
ik | offtts legrmpas, | Fontbaer | cum E2E B Repotied 13 bud oSS!
i of In 0 orte ate] In o Date 0 o 0 orte a o Date
Severity of Injury  |{Payment Date :ryg() rted 8aim Closed C ulg Closed Eaxm/ ent} Date :rygcwrted im Closed szul:!yl Closed
Other 1 107 16 123 97 24 9 34
Emotional 30 18 37 54 181 24 16 40
Insignificant 109 18 33 52 390 19 21 40
Minor Temp 294 20 44 64 1,458 23 27 80
Major Temp 313 23 47 70 1,341 26 30 56
Minor Perm 297 30 52 82 946 29 34 63
Significant Perm 301 30 50 80 880 31 33 65
Major Perm 319 39 53 92 763 42 32 74
Grave Perm 194 43 54 97 430 47 37 83
Death 758 22 53 75 2,277 24 29 53
Total 2,616 27 50 77 8,763 28 I 58
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Appendix B

Definitions of the types of practices/specialties, that may need clarification:

Anesthesiology--the branch of medicine specializing in the pharmacological depression of nerve
function

Cardiac--pertaining to the heart and the esophageal opening of the stomach
Cardiovascular--relating to the heart and the blood vessels or the circulation

Internal Medicine--the branch of medicine concerned with nonsurgical diseases in adults, but not
including diseases limited to the skin or to the nervous system

Neurosurgery--specializing in the surgery of the brain and nervous system

OB/GYN Surgery--surgery for the female genital tract; surgery for women during pregnancy and
childbirth '

Ophthalmology--the study of the eye and its diseases
Orthopedic--the branch of medicine dealing with the surgery of bones and joints

Otorhinolaryngology--the study of the combined specialties of diseases of the ear, nose and
larynx '

Pediatrics--the medical specialty concerned with the study and treatment of children

Radiology--the branch of medicine using radiant energy, such as x-rays, in the diagnosis and
treatment of disease

Thoracic Surgery--surgery of the chest
Vascular Surgery--surgery pertaining to blood vessels

Urology--the medical specialty concerned with the study, diagnosis and treatment of diseases of
the urinary tract

Sources:
Home Medical Dictionary, P.S.I & Associates, Inc., 1988 Ottenheimer Publishers, Inc.
Stedman’s Medical Dictionary, William R. Hensyl, 1990 Williams & Wilkins
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